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ABSTRACT 
 
The Nelson Mandela Bay area will be used to investigate the ethical and moral 
considerations faced by the informal sector. It is generally believed that informal 
sector businesses are characterised by high levels of unethical behaviour. 
 
The informal economy in many developing and under developed countries is large in 
terms of contribution to GDP and number of participants. The informal economy is 
largely composed of very small businesses that are not registered. They are not 
operating from suitable premises but run from homes, street pavements and other 
informal arrangements.  
 
In developing countries, self-employment has a greater share of informal 
employment than wage employment. It represents 70% of informal employment in 
Sub-Saharan Africa (if South Africa is excluded, the share is 81%), 62% in North 
Africa, 60% in Latin America and 59% in Asia. Consequently, informal wage 
employment in the developing world constitutes 40% of the informal employment 
outside of agriculture (Becker, 2004). The informal economy is as high as 56% of 
GDP in countries such as Georgia, Zimbabwe and Bolivia, where as it represents 
about 8 to 12% of economic activity in advanced or developed economies (Becker, 
2004). 
 
 In South Africa, informal businesses provide a viable alternative for many who are 
unable to find jobs in the formal sector of the economy. It provides a safety 
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net for people who, due to a number of various reasons lose their current jobs, or are 
unable to find employment in the formal sector. 
 
This study examines the values, morals and ethics of the informal sector in the 
Nelson Mandela Bay area. The treatise reviews literature on the historic background, 
characteristics and causes of unemployment, ethics and other topics that are 
relevant to the treatise. The treatise will focus on the informal business’s sub-sector 
that is mainly composed of unskilled workers that are driven by poverty alleviation. 
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CHAPTER ONE 
INTRODUCTION, BACKGROUND AND PROBLEM STATEMENT 
 
1.1 INTRODUCTION 
 
It is widely known that informal economic activities are a source of income and 
means of survival for poor families and the under privileged households. While some 
informal businesses represent means for survival among the poor and under 
privileged, others actively pursue available opportunities to generate a sustainable 
livelihood. Whether opportunity or necessity driven, thousands of South Africans 
generate their income through informal businesses. On a daily basis the Nelson 
Mandela Bay communities are exposed to simple activities such as buying 
vegetables from the street vendor, arranging for a handyman to do repair work at 
home for cash, or hiring a gardener to clean yards and a domestic worker to clean 
the house and look after the children. Informal businesses are definitely part of the 
economic and business landscape (Becker, 2004). 
 
Informal businesses play an important role in the economy through generation of 
employment and contributing to the growth of GDP. This sector is said to have a 
significant contribution to the GDP of various countries (Becker, 2004). Hikam (2011) 
quotes Statistics South Africa (2003) in defining the informal sector as unorganised, 
unregulated and mostly legal, but unregistered, economic activities that are 
individually or family owned and use simple, labour-intensive technology. 
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The informal sector includes unregulated labour-intensive activities, self-employed 
entrepreneurs, micro and small enterprises, casual work unrecorded, untaxed, non-
structured and domestic labour activities. The informal sector is made up of a 
diversity of activities ranging from small commercial activities to small production and 
service enterprises.  The term “informal opportunities” originates from Keith Hart’s 
studies on the urban labour market in Africa (Hikam, 2011) 
 
According to Stats S.A. (2012) the unemployment rate was sitting at 23,9% in the 4th 
quarter of 2011 and the population estimated to be sitting at 50,59 million. These 
challenges are fertile breeding ground for informal business, as the unemployed 
have families and responsibilities like everybody else. Income is the primary reason 
for the informal business. People engage or get employment in informal businesses 
such as beauty salons, shebeens, spaza shops, car washes and street vending. It is 
estimated that the informal sector employs 2,7 million people. 
 
Products and services provided by the informal sector are often more affordable than 
those supplied by the formal sector. The prices of branded products at small 
convenience shops are often more expensive than in large chain stores (Ligthelm. & 
Van Wyk, 2004). 
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According to Ligthelm (2006) the informal economy accommodated a substantial 
part of the South African workforce in 2004/2005. In 1980, 92,3 % of all employment 
was offered by the formal economy and 7,7 % by the informal sector. This changed 
in 2004 to a share of 79,4 % for the formal economy and 20,6 % for the informal 
economy. The labour absorption rate (i.e. the percentage of the population aged 15 
to 64 years employed in the formal economy) dropped from 45,7 % in 1980 to just 
more than a quarter (27,7 %) in 2004. 
Ligthelm (2006) estimated there are 749 500 informal outlets in South Africa with 2, 1 
million workers and consisting of the following: 
 Hawkers 261 000 
 Spaza shops 127 600 
 Shebeens 40 100 
 Other 320 800 
Table 1.1 Amount Spent at informal businesses in 2004-  
 
Adapted from Ligthelm ( 2006)  
 
This illustrates the size of the informal businesses and the growth of the sector over 
the years. 
16.7 15.9 
4.6 3.1 2.3 2.2 1.6 1.3 
Amount (R billion)spent  at informal businesses in 2004 
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1.2 BACKGROUND TO THIS STUDY 
The informal sector is understood to be a temporary safety net for the unemployed a 
people. It has a significant impact on the national economies of developing and 
undeveloped countries. It creates employment for the majority of workers while the 
formal sector is battling to create jobs (Beeton, 2010). It is therefore important to 
study the values and ethics of the informal sector.  
Ethical behaviour is vital for long-term business success and unethical behaviour 
distorts the mechanics of the market system. Ethics and profits are important for the 
survival, growth and long-term success of a company while unethical behaviour 
harms the prospects of long-term success (Minkes et al., 1999) 
The urbanisation trend created an oversupply of labour to the cities and N.M.B.M. is 
not immune to this reality. Urbanisation is strongly influenced by the reality of under 
development and poverty in the rural areas. The urban areas promise to provide 
relief to this harsh reality. Urbanisation places a huge demand for water, houses, 
transport and employment in the cities. The changing labour market demands for 
semi-skilled, skilled, and contract workers results in large numbers of unemployable 
workers. This really results in limited employment opportunities as the job market 
cannot absorb all the surplus labour (Atkinson, 2007). 
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1.3 WHY BUSINESS ETHICS STUDY IS IMPORTANT  
 
 Business ethics is currently a very prominent business topic and debates 
surrounding business ethics are attracting a lot of attention from various 
quarters. For a start, consumers and pressure groups are increasingly 
demanding that businesses seek more ethical and ecologically friendly ways 
of doing business. The media also keeps a constant spotlight on business 
abuses and malpractices and business appears to be increasingly recognizing 
that being ethical or, at the very least, being seen to be ethical may actually 
be good for business. Ethical issues confront organizations in whatever line of 
business they might be in-this includes the informal sector (Michalos, 1988). 
 
There are many reasons why the study of business ethics is important and following 
are some of them: 
 The power and influence of business in society is greater than ever before. 
Business ethics helps to better understand why this is happening, what its 
implications might be, and how to address this situation. (Michalos, 1988). 
 Business malpractices have the potential to inflict enormous harm on 
individuals, communities and on the environment. Better understanding the 
causes and consequences of these malpractices assist in improving and  
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addressing this situation. (Michalos, 1988). 
 The demands on business to be ethical by various stakeholders are 
constantly becoming more complex and more challenging. Business ethics 
provides the means to appreciate and understand these challenges more 
clearly, in order for business to meet these ethical expectations more 
effectively ( Michalos, 1988). 
 Few business people have received formal business ethics education or 
training. Business ethics can help to improve ethical decision-making by 
providing managers and owners with the appropriate knowledge and tools to 
allow them to correctly identify, diagnose, analyse, and provide solutions to 
the ethical problems and dilemmas they are confronted with (Michalos,1988). 
 Business ethics can provide us with the ability to assess the benefits and 
problems associated with different ways of managing ethics in organizations 
(Michalos,1988). 
 The study provides knowledge and skills that are not simply helpful for doing 
business, but rather, helps to understand modern societies in a more 
systematic way and advance the ability to address life situations far beyond 
the classroom or the office desk (Michalos, 1988). 
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1.4 PROBLEM STATEMENT 
The informal business has become an economic alternative mode of generating 
income and employment for the poor and under-privileged. The study shows the 
informal business as characterised by self-employment. The income from this sector 
is used to improve the standard of living of the business owners and their families. 
The treatise will explore the ethics and values of the informal businesses in the 
Nelson Mandela Bay area. The treatise will focus on the micro and task environment 
of the informal business. 
  
1.5 SECONDARY PROBLEMS  
In order to study the values and ethics as per the main problem statement, the 
following secondary components should be studied: 
 Examine the reasons for participating in the informal sector. 
 Determine the race and nationality of the participants. 
 Determine the sex and ages of the informal sector participants. 
 Understand the formal education level of the participants of the informal 
businesses. 
 Determine the ownership of the informal businesses. 
These secondary problems serve as a guide that enables in solving the main 
problem statement. 
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1.6 ASSUMPTION 
 
 
Prompted both by economic necessity and business opportunity, informal 
entrepreneurs (survivalist and opportunity driven) are an enduring facet of the under 
developed and developing countries’ business landscape. This treatise will focus on 
the legal or legitimate informal businesses. This means no illegal informal 
businesses will be covered by the study. The terms “informal sector” and “informal 
economy” will be used interchangeably. 
The treatise will assume without proper research that the informal sector in South 
Africa is Structural Articulation in nature. 
The treatise will assume that ethics are necessarily and obviously a part of doing 
business. This means that the separation thesis is rejected. The separation thesis 
claims that ethics and economics can be separated. 
 
1.7 RESEARCH DESIGN AND METHODOLOGY 
 
1.7.1 Literature review 
 
 
Secondary data will be reviewed from academic journals and general relevant 
literature on the subject. This will assist the research in better understanding the 
informal business and its status in terms of morals, values and ethics. Primary data 
will be collected using a quantitative research paradigm. This will be in a form of a 
survey. 
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1.7.2 Geographical demarcation of the study 
 
 
The research site is the Nelson Mandela Bay area giving special attention to 
Korsten, New Brighton and the City Centre. This will enable the researcher to cover  
different people from different cultural and racial backgrounds. 
 
 
1.7.3 Questionnaire survey 
 
 
A questionnaire will be developed and used to evaluate the understanding of ethics 
and the informal businesses practices’ in relation to ethics. 40 informal business 
owners around the Nelson Mandela Metro area will be interviewed.  
 
1.7.4 Samples  
 
The sample will comprise of 40 informal businesses from different sectors, e.g. street 
vendors, car washes and spaza shops and saloons.  
 
1.7.5 Statistical analyses of data 
 
The statistical procedure will be used in interpreting and analysing the data. The 
research will use known statistical methodology. 
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1.8 TERMINOLOGY  
 
Developing countries: Developing countries are countries that are still in the 
process of building a solid infrastructure and political 
system from which its people can thrive. 
Developed countries: A group of industrialized nations including Austria, 
Canada, France, Germany, Japan, the UK, and United 
States. 
 
S.A.: South Africa. 
N.M.B.M: Nelson Mandela Bay Municipality consists of three former 
municipalities (Despatch, Port Elizabeth and Uitenhage). 
 
SADEC: Comprises Angola, Botswana, Democratic Republic of 
Congo, Lesotho, Malawi, Mauritius, Mozambique, 
Namibia, Seychelles, South Africa, Swaziland, Tanzania, 
Zambia and Zimbabwe.   
 
 
Urbanisation: It is the physical growth of the urban areas due to various 
reasons. 
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Formal sector:  All the registered institutions providing employment. 
 
Stats S.A.: It is the National Statistical Service with the goal of 
producing timely, accurate, and official statistics. 
 
1.9 OUTLINE OF THE STUDY 
 
The study will be divided into six chapters: 
Chapter 1:  This chapter will outline the introduction, background, problem 
statement, secondary problems, geographical demarcation, research 
design and methodology, terminology and outline of the study. 
 
Chapter 2:  This chapter will focus on conducting a literature review focusing on the 
history of informal business; profile the participants and overview of the 
Nelson Mandela Bay.  
 
Chapter 3: In this chapter, the general business ethics will be discussed and 
narrow down to informal business. 
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Chapter 4: This chapter specifies what research and design methodology will be   
followed by the treatise.  
 
Chapter 5: In this chapter, findings from the case study interview will be 
consolidated.  
Chapter 6: This chapter concludes the treatise. 
 
 
1.10 CONCLUSION 
 
 
 
Chapter one defines the road map that will be followed by the treatise. It starts with 
the introduction and is immediately followed by the background of the treatise. The 
importance of this study is also highlighted in this chapter.  The introduction clearly 
described the current size and role played by the informal businesses.  
 
The problem statement, the research methodology applied, geographical 
demarcation and the terminology used in this study are comprehensively detailed in 
order to explain the major focus areas of the study. The sub-problems are used to 
assist in the resolution of the main problem.  
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A LITERATURE-BASED ANALYSIS OF 
FACTORS INFLUENCING INFORMAL BUSINESSES  
2.1 INTRODUCTION 
 
 
 
Many observers and economists argued that the informal economy was marginal 
and peripheral and not linked to the formal sector or to contemporary development. 
Some continued to believe that the informal economy in developing and under 
developed countries would disappear once these countries achieved sufficient levels 
of economic growth and modern industrial development (Becker, 2004). 
 
In this chapter, the informal economy will be explored and the historical overview of 
the phenomenon will be clarified. The informal sector’s characteristics, negative 
aspects, causes of unemployment and the structural articulation theory will be 
discussed.  
2.2  HISTORICAL OVERVIEW OF THE INFORMAL ECONOMY 
In the mid-1950s, W. Arthur Lewis developed a theoretical model of economic 
development based on the assumptions that there was an unlimited supply of labour 
in most developing countries and that this vast pool of surplus labour would be 
absorbed in the modern industrial sector. This theory assumed that the traditional 
sector comprised of petty traders, small producers and a range of casual jobs that 
would eventually be absorbed into the formal economy and disappear (Becker, 
2004).  
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The first ILO employment mission in 1972 to Kenya, recognised that the informal 
sector had not just persisted but expanded. The mission also observed that the 
informal sector, described as activities that are unrecognised, unrecorded, 
unprotected or unregulated by public authorities, was not confined to marginal 
activities but also included profitable enterprises. The undertakings of the informal 
sector were mostly ignored, rarely supported and sometimes actively discouraged by 
policy makers and governments (Becker, 2004). 
Nevertheless, contrary to the predictions of many economists influenced by the 
thinking of W. Arthur Lewis, the informal sector in developing is said to consist of 
more than two million informal traders. Through income obtained from trading, they 
sustain lives of 10 million people and informal sector is one of the few areas of the 
economy where numbers of workers continues to increase (Beeton, 2010). 
 
2.3   DEFINITION OF INFORMAL ECONOMY 
According to Gasparini and Tornarolli (2007) the informal economy can be defined in 
terms of its legality and productivity. Productivity covers the informal workers that 
work in low productivity, unskilled and marginal jobs. It operates with little or no 
capital, using primitive technologies and is frequently family based. 
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Legality defines the lack of labour protection in the informal sector. A worker is 
informal if s(he) does not have the right to a pension linked to employment when 
retired. According to Johnson et al. (1998) there is a relationship between the 
increases in the rate of the various forms of business taxation and the size of the 
informal economy - the higher the tax rate, the larger the size of the informal 
economy. This is because people will try to avoid the costs of the taxation by going 
to areas of the economy that are not taxed. 
 
The informal sector encompasses sections of economically active people that are 
engaged in the production of goods or services with the primary objective of 
generating employment and income for the persons concerned. These sections 
operate at a low level of organization, with little or no division between labour and 
capital as factors of production and on a small scale. Labour relations are based 
mostly on casual employment or personal and social relations rather than contractual 
arrangements with formal guarantees. The informal sector forms part of the 
household sector as household enterprises or, equivalently, unincorporated 
enterprises owned by households (Kathmandu, 2009). 
 
 
 
 
 
 
 
 
16 
 
CHAPTER TWO 
 
The rise of informal economy is related to the formal sector‘s inability to create 
enough jobs to absorb the surplus labour. Becker (2004) highlighted the following, as 
the factors that stimulate the rise of informal economy: 
 
 The limited capacity of formal economy to absorb surplus labour, together 
with increasing numbers of job seekers, has boosted the size of the informal 
economy. In countries with high rates of population growth or urbanisation, 
the informal economy tends to absorb most of the growing labour force in the 
urban areas.  
  Government regulations as well as corruption in areas such as business 
start-up, granting of business permits and land titles, have forced people to 
remain informal. 
 Incompetence of formal institutions to provide education, training and 
infrastructure as well as other incentives for structural reforms has 
contributed to the growth of the informal economy.  
 Structural adjustment programmes during the eighties and nineties have 
fuelled the growth of the informal economy in developing countries. The 
disappearance of public sector jobs and the closure of uncompetitive 
businesses have forced many laid-off workers to find other ways to survive. 
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 Global integration privileges companies who can move easily and quickly 
across borders to the disadvantage of workers. The globalisation of the world 
economy as well as global trade and investment patterns thus tends to 
privilege capital and disadvantage labour, especially lower-skilled workers that 
cannot migrate easily or at all. 
 The informal economy has been boosted by rural to urban migration in 
conjunction with the demand for low-cost goods and services from those 
employed in the formal and informal economies. 
 Many governments are unaware of the economic contributions of the informal 
economy and the problems found in it and have therefore found it  
unnecessary to intervene because of the belief that the informal economy 
would die out. The informal economy has often been left unattended and has 
thus had few obstacles for its growth. 
 Migration caused by poverty and the impact of the HIV/AIDS pandemic are 
elements that tend to increase the number of people that enter the informal 
economy.  
  Many women own or run micro enterprises. Only a small number of women 
entrepreneurs actually enter the formal economy, but there are growing 
numbers of women that enter the labour markets. Their participation within the 
informal economy tends to be even higher when the access and the right to 
control and own property or land are denied to them. 
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2.4 CHARACTERISTICS OF THE INFORMAL SECTOR 
 
The informal sector has its own characteristics that make it distinctly different from 
the formal sector. Employers and self-employed individuals do not comply with the 
business standard and legal practices.  
 
These businesses generate revenues without a paper trail. Cash is the most 
common medium of exchange, although bartering also occurs. This enables 
participants to hide income from taxation. Workers and micro entrepreneurs don’t 
claim income tax returns, employers do not file employment records and the working 
conditions are inferior to those found in the formal economy.  
 
Workers are not entitled to fringe benefits, such as pension and unemployment 
insurance fund. Wages are very low and are not affiliated to any bargaining council. 
All basic worker rights are not protected as workers work long hours, jobs are not 
secured and they are not organized into trade unions. 
 
The informal businesses operate under very competitive environment. This is 
because of low or now capital required in order to start business. It is easy to enter 
the markets as the informal sector is not legally regulated. This sector heavily relies 
on available resources and uses labour intensive technology (Garcia-Bolivar, 2006). 
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These businesses are normally housed on public or private land without 
authorization from the owners. They are usually constructed with low cost or scrap 
construction material, compromising the safety standards. These structures are 
constructed using family labour and unemployed semi-skilled workers. The business 
and the structure are usually owned by the family and members contribute towards 
its success. 
The administration costs are very low. The business transactions repayments are 
highly negotiable and tailored to accommodate the customer needs. No proof of 
income is required in order to buy on credit as long as one is known by the owner. 
The interest rates charged on debtors vary from very high to low and applied in the 
discretion of the owner.  
Table 2.1: The characteristics of formal and informal sector  
Characteristics Informal economy 
Technology Labour-intensive 
Organization Generally family-organised 
Capital Scarce 
Hours of work Irregular 
Regular wages Not required 
Inventories Small quantities and qualities 
Prices 
Generally negotiable between 
the buyer and the seller 
Credit Personal/ non-institutional 
Clientele Direct/ personal 
Publicity Not necessary 
Re-use of goods Frequent 
Government aid None or almost none 
Adapted from: M. Hikam, 2011 
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2.5 NEGATIVE ASPECTS OF INFORMAL BUSINESS 
 
 
The negative aspects of informal business are well known and are a daily experience 
of the general public. Informal businesses are generally seen as an obstruction of 
pavements, large volumes of litter, unhygienic waste products, traffic congestion, 
crime, an unhygienic environment and a general deterioration and dilapidation of key 
areas. Informal traders are seen to pose unfair competition to formal traders as well 
as to create a poor impression about the city (Ligthelm & Van Wyk, 2004). 
 
   
2.6 CAUSES OF UNEMPLOYMENT  
 
Stats S. A. (2012), the agency responsible for estimating unemployment in South 
Africa, uses two definitions of unemployment. Both the strict and expanded, are 
routinely used. The strict definition referred to as narrow holds that unemployed are 
those who take active steps to find employment, but fail. The expanded (broad) 
definition hold that unemployed, includes everyone who wants employment, 
irrespective of whether or not they actively tried to obtain a job or not (Kingdon & 
Knight, 2007). 
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It is important to give a general overview of the causes and types of unemployment. 
This will culminate with the zooming into the South African situation. According to 
Loots (2010), the following define the types and causes of unemployment: 
 Frictional unemployment occurs as a result of imperfect information about 
existing employment opportunities in the labour market. This type of 
unemployment refers to people who are currently between jobs, or who are 
searching for better employment opportunities. The extent of this kind of 
unemployment is relatively limited.  
 Structural unemployment occurs as a result of a change in the pattern of 
demand and supply in the economy. It refers to a form of unemployment that 
occurs regardless of the cyclical state of the economy. For example, if there is 
a shift from the use of bicycles to the use of motor cars, it will result in 
structural unemployment in the bicycle industry.  
 Cyclical unemployment exists when the total demand for labour is low, as is 
usually experienced during a cyclical downswing in the economy.  
 Seasonal unemployment is associated with industries or regions where the 
demand for labour is lower during certain times of the year. An example is the 
agricultural sector where more labour is demanded during harvest time.  
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Unemployment is one of the important socio-economic problems in South Africa. In 
fact, unemployment is seen by many to be South Africa’s greatest economic  
challenge; this can be traced in a speech by President Jacob Zuma as quoted by 
Kay (2011). He mentioned job creation as a major priority for his government, and 
then announced $2.7 billion in tax breaks to encourage manufacturing investment 
and $1.25 billion for additional job-creation programs. 
 
The employment opportunities derived from the normal operations of the labour 
market are less than the total labour force. This is the reason South Africa is 
experiencing structural unemployment. Structural unemployment is caused by a 
variety of factors and the following are relevant for South African situations. 
 
The South African labour market is not a unitary market; it is segmented into isolated 
markets. Labour mobility between these markets is very limited. Workers that lose 
their jobs in one segment will not necessarily find employment in another segment, 
because these different segments require different levels of training and specialised 
skill. This is not limited to low-skilled workers. There are also mobility barriers in the 
white-collar jobs. A skilled and experienced worker who becomes unemployed in one 
segment does not necessarily possess the necessary skills to find employment in a 
different segment. The worker will require retraining before assuming the new job. 
Labour is not identical and the demand for labour is skill-specific (Mafiri, 2002). 
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The other cause of structural unemployment is the lack of suitable skilled workers, 
ready to grab the employment opportunities offered by the 21st century’s modern 
economy. This problem can be traced from the past discrimination laws of South 
Africa’s previous government, where large sections of the population were deprived 
of education and training, while the minority section enjoyed high standards of 
education, training and job reservation (Mafiri, 2002). This resulted in the oversupply 
of unskilled workers, only capable to assume trivial jobs. These realities of unskilled 
workers give rise to structural unemployment, because of a mismatch between 
worker skills, or lack thereof and the skills required for performing the job. 
 
2.7  AGE AND SEX OF THE INFORMAL SECTOR PARTICIPANTS 
 
Since the year 2000 the unemployment rate has been revolving between 25% and 
30%, it never showed any significant decline despite continued attempts by govern-
ment to stimulate economic growth and reduce unemployment (South African 
Unemployment Rate, 2011). 
 
 Horn (2011) conducted a research in order to get a profile of informal traders in four 
South African city central business districts, which was Cape Town, eThekwini, 
Johannesburg and Tshwane. The treatise will use these findings to better 
understand the composition of the informal sector in terms of age and sex.  
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A total of 103 traders were surveyed in Cape Town CBD, 111 in Tshwane CBD, 125 
in Johannesburg CBD and 126 in eThekwini CBD. The results of the study are as 
follows:    
 The majority of respondents were male with an average distribution across 
the four cities of 54% male and 46% female. In eThekwini there was a 
significant female majority of 58% female and 42% male.  
 The ages of the respondents ranged between 18 and 50 years, with the 
majority of the respondents between 18 and 30 years. Only 9% were older 
than 50 years, pointing to the informal sector attracting mainly young people.  
 In Johannesburg and Tshwane more than 80% of the respondents are the 
owner of their informal business, while in eThekwini, it was 69% and 60% in 
Cape Town.  
 Across all age categories more than 75% of the respondents obtained at least 
some level of secondary education or more, whereas only approximately 23% 
of the respondents indicated that they either had no education or only 
attended primary school. 33% of the respondents between the ages of 18 and 
30 years obtained matric, and 10% even obtained a tertiary qualification. 
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 Overall, 78% of the respondents from all four cities mentioned that they have 
no other means of income, and that they are solely dependent on the income 
generated by their businesses. 60% of the respondents who listed an addi-
tional source of income indicated that they receive a monthly government/ 
social grant. 
 
2.8 NELSON MANDELA BAY  
 
 
Nelson Mandela Bay Metropolitan Municipality includes the city of Port Elizabeth as 
well as the neighbouring towns of Despatch and Uitenhage.  According to the annual 
report year (2010/2011), Nelson Mandela Bay (NMB) had a population of 1,1 million 
and covers an area of 1,950 km². The city had a relatively youthful population, with 
37% of residents between the ages of 15 and 34 years.  26,2% of the population was 
below the age of 15 years, while 5,3% is 65 years and above. The unemployment 
rate was sitting at over 28,2% and 44% of households access at least one social 
grant. The male: female ratio of the population was 48:52. The size of the economy 
in 2010 was R83 billion. 
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2.9 THE STRUCTURAL ARTICULATION THEORY 
 
In this theory, the informal sector is made up of two distinct sub-sectors. One of 
these sub-sectors represents entrepreneurs and small firms trying to grow by 
avoiding costly regulations. These regulations may vary from the minimum wages for 
a specific sector to laws regulating health and environment management. This sub-
sector benefits by providing lower consumer prices (Kay, 2011). 
The other sub-sector of structural articulation is disconnected with the formal 
economy. This sub-sector is driven by excess labour that fails to secure formal 
employment in the formal sector (Kay, 2011). 
 
2.10 CONCLUSION 
 
The informal economy has evoked a passionate argument since it was discovered in 
the early 1970s. The presence of this phenomenon in many parts of the world 
attracted the attention of many economists as well as economic scholars who are 
trying to make sense of the informal sector. 
 
Poor people are involved in the informal economy in order to escape poverty which 
is evident in many parts of the world including South Africa.  
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 A number of researchers have studied and explained the drivers, historic 
background and characteristics of the informal sector. It is also important to note that 
economic scholars have fundamental differences on the future and reasons behind 
the rise of the informal sector. However it is important to note that the informal sector 
is a major player in the economic activities in the developing and under developed 
countries  
(Schilderman & Lowe, 2002). 
 
It is worth mentioning that South Africa’s informal sector is smaller compared with 
the countries in the Sub-Saharan region. The apartheid government suppressed the 
black owned informal businesses. The activities of the informal sector were clamped 
down by the authorities, selling stocks was confiscated from the spaza shops and 
other outlets and street vending was prohibited from the city centres.  
This indeed supressed the growth of the informal sector and to a certain extent 
affected the  entrepreneurial interests of the affected communities. This is gradually 
changing as the new era government changed its approach towards informal sector 
(Nattrass & Seekings, 2010). 
In the subsequent chapter, the treatise discusses the informal business management 
and ethics. The treatise analysis the covered topics in depth. This includes the 
definition of ethics and historical developments of business ethics and the business 
ethics in developing countries.  
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INFORMAL BUSINESS MANAGEMENT AND ETHICS 
 
3.1 INTRODUCTION 
 
People must meet certain basic requirements or needs in order to maintain life. 
Business is one of the means utilised to fulfil men’s needs. Business people are 
rewarded for offering goods and services that satisfy the customer’s wants and 
needs. If business does not cater for the desires of its customers and clients, it will 
not flourish. This is applicable to the formal and informal sector. Business people aim 
to make a profit by selling at the highest price the market will permit while buying at 
the lowest prices the market will yield. They profit by doing the best they can in 
creating goods and services that consumers desire (Center for the study of social 
policy, 2007). 
 
According to Spence and Lozano (2000) SME and informal businesses are likely to 
be managed by the owners. This provides greater scope for individual beliefs and 
moral decision making to affect the practice of the business as a whole. In addition, 
social relationships and networks in which these owners are entwined cannot be 
separated from the business.  
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3.2 DEFINITION OF ETHICS 
 
The pursuit of economic growth does not automatically lead to social progress. In 
some cases it leads to a deteriorating physical environment, unsafe workplace, 
exposure to toxic substances on the part of the workers and consumers, 
discrimination against certain groups in society, urban decay and other social 
problems (Leonard & McAdam, 2003).  
 
Beauchamp and Bowie (2004) report that there are other fundamental ethical issues 
associated with international business, which include bribery, extortion, facilitation 
payments and human rights.  Ferrell et al. (2002) describe global ethical issues as 
encompassing human rights, sexual and racial discrimination, price discrimination, 
bribery, harmful products, pollution and telecommunications issues. 
 
Smit et al. (2007) pronounce ethics as the code of moral principles and values that 
direct the behaviour of an individual or a group in terms of what is right or wrong. 
Ethics are a set of values and rules that define right and wrong behaviour.  Business  
ethics are about the principles and conduct that guide decision making in the 
organisations. Ethics are the standards used to judge the rightness or wrongness of 
a business’ relations with other stake holders. It is therefore safe to define ethics as 
the methods, principles and processes a business brings to bear on compliance to 
legislation; compliance to regulatory and professional standards; compliance to  
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company standards; keeping promises and commitments; and abiding by general 
principles or values, for example, fairness, truth, honesty and respect. Therefore 
ethics affects both individuals and business organisations (Smit et al., 2007). 
 
Business ethics can be approached from many different perspectives. Business 
ethics can be approached from a normative (what should occur) or a descriptive 
perspective (what does occur). Normative decisions relate to what a business ought 
to consider in evaluating and improving its ethical conduct (Laczniak & Murphy, 
2006). Normative decisions are based on the decision maker evaluating the 
rightness or wrongness of the behaviour. Hunt and Vitell (2006) assumed there is an 
absolute expected behaviour, to resolve an ethical issue. The decision is compared 
to predetermined norms that relate to honesty, fairness, and trust or other norms of 
behaviour. 
 
Descriptive perspectives attempt to describe business ethics activities and 
occurrences that actually exist. The descriptive approach to business ethics 
examines what actually exists, not what organizations ought to do. In an 
organization, a descriptive perspective would examine policies on conflicts of 
interest, strategies, compliance systems, and various ethical standards in the 
organization (Hunt, 1991). 
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3.3 HISTORICAL DEVELOPMENTS OF BUSINESS ETHICS 
 
Business ethics have evolved through time and across disciplines into a discipline 
that is one of the most important topics in the business environment. It is important to 
start with a definition of business ethics in a global context. Business ethics are 
defined as decisions about what is acceptable or unacceptable in the organizational  
environment of planning and implementing business activities for the benefit of all 
stake holders ( Ferrell &  Ferrell, 2006). 
 
Ethics as a field of thought has existed in religion and philosophy for thousands of 
years and has been applied to business activities in the same way ethical values and 
norms have been applied to everyday life. Aristotle (2000) makes normative 
judgments about greed, or the unnatural use of one’s capabilities, in the pursuit of 
wealth. He provides the first recorded definition of justice and fair treatment of all 
parties in a transaction. Fair treatment and justice have been a part of our social 
existence since the beginning of civilization (Aristotle, 2000).  
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Table 3.1: The development of ethics over decades 
1960s 1970s 1980s 1990s 2000+ 
Environmental 
issues 
Employee 
militancy (us vs. 
them) 
Bribery and 
illegal 
contracting 
practices 
Unsafe work 
practices in 
third 
world 
countries 
Emerging 
technology 
issues: cyber 
crime, privacy 
Employer/empl
oyee tensions 
Human rights 
issues (forced 
labour, low 
wages, work 
environment) 
Deceptive 
advertising 
Increased 
corporate 
liability for 
personal 
damage 
Intellectual 
property theft 
Civil rights & 
race relation 
issues 
Firms start 
practice 
of covering up not 
confronting issues 
Financial fraud 
(savings & loan 
scandals) 
Financial 
mismanage
ment 
& fraud 
International 
corruption 
Changing work 
ethics 
Federal Corrupt 
Practices Act 
passes (1977) 
Transparency 
issues arise 
Federal 
Sentencing 
Guidelines 
for 
Org. (1991) 
Sarbannes 
Oxley Act 
(2002) 
Drug use 
escalated 
Compliance & 
legal to values 
orientation 
Defense 
Industry 
Initiatives 
(1986) 
Global 
Sullivan 
Principles 
(1999) 
UN 
Convention 
Against 
Corruption 
(2003) 
 
Adopted from: Ethics Resource Center (2012) 
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3.4 BUSINESS ETHICS IN DEVELOPING COUNTRIES  
Business ethics refers to the moral standards governing responsible business 
practices in countries that are still working toward an acceptable standard of living. 
Developing countries are generally characterized by lack of industrialization, low per 
capita income and widespread poverty. Business ethics in these countries tends to 
relate to norms that have arisen largely independent of Western expectations and 
values (Radin, 2011).  
Developing countries tend to structure themselves according to different values to 
Western influences. In China, there is an emphasis on the collective good; this is in 
contrast with the protection of individual rights often prioritized by Western values. In 
considering business ethics in developing countries, it is important to differentiate 
between cultural values and moral problems. Business ethics in developing countries 
is deeply influenced by the particular cultural values, such as emphasis on the 
common good, which shape these societies. It is possible to identify moral problems 
that exist in business in developing countries, without challenging the legitimacy of 
the different underlying value systems (Radin, 2011). 
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 The value systems does not necessarily promote the corruption which is endemic 
throughout developing countries. Corruption relates to agents providing special 
considerations in their official capacity in exchange for financial payments or other 
personal benefits. In many of these countries, the absence of legitimate political 
authority and or proper infrastructure has left institutions and organizations 
vulnerable to this sort of corruption.  Corruption, unrestrained threatens to distort the 
operation of business by influencing how the market works (Radin, 2011). 
Corruption, therefore, remains an intricate issue in the developing world. It is 
sometimes accepted as part of doing business. As the impetus builds against corrupt 
business practices, it is important to keep in mind the different moral viewpoints from 
which corrupt practices can be evaluated and the consequences of eradicating this 
sort of behavior from an economy that assumes its existence from corruption (Radin, 
2011). 
Another important sour point has to do with labour practices in developing countries. 
Working standards become a huge concern in light of the lack of local infrastructure 
protecting basic human rights. This is true of China, which is becoming attractive for 
new business growth, and where there is a long history of open human rights 
violations (Radin, 2011). 
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An inherent tension exists between the tradition of long-considered acceptable 
business practices in China and the Western values of new entrants to the Chinese 
market. The trend in many developing countries has been toward the acceptance of 
standards consistent with the recognition of basic human rights. This has established 
itself in the form of concern about sweatshop labour practices. In sweatshops, a 
range of human rights violations have turned into the standard operating  the method 
for these factories, that is, child labour, unreasonably long working hours, failure to 
implement adequate safety precautions and absence of a living wage (Radin, 2011). 
The movement toward fair global labour practices is complex. While the goal is the 
improvement of working standards, it is important to keep in mind the impact of these 
changes. For example, in some instances, families depend on the meager wages 
brought in by as many family members as possible. The immediate consequence of 
raising labor standards can ironically end up harming the people whom the change is 
intended to benefit. This occurs as children are put out of work or hours are reduced 
for workers whose families rely on the meager wages of all possible wage earners. 
The issue of labour practices remains a critical area of contention for business ethics 
in developing countries. Although there are compelling reasons for improving labour 
practices in these countries, it is essential to recognize the far-reaching 
consequences of these practices on developing countries’ cultures (Radin, 2011). 
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The improvement of standards needs to be accompanied by measures that 
compensate for the financial losses the local labourers initially feel and by public or 
private initiatives that can, over the long term, contribute toward elevating quality of 
life. Intellectual property is an area where business standards differ between 
developing and developed countries. The United States and many other Western 
countries, extends significant protection to intellectual property rights. Unfortunately 
this is not necessarily the case in developing countries. In China, for example, 
intellectual property violations are extensive. Many of the brand knockoffs (i.e., Rolex 
watches, Prada purses, etc.) are both manufactured and sold at cheap prices 
throughout Asia and the world (Radin, 2011). 
The absence of moral restraints regarding the respect of intellectual property leaves 
the marketplace vulnerable to intellectual property breach. While considered theft by 
Western values, China does not necessarily view this as harmful in that the 
perceived loss associated with the unauthorized use of the intellectual property is 
merely financial. It is argued that the market for knockoffs is a separate market in 
general; buyers of knockoffs would not have otherwise purchased originals (Radin, 
2011). 
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In fact, it can be argued that the harm to the brands extends beyond the loss of 
potential sales. The production of counterfeit products risks the reputation and value 
of the brands. Furthermore, ownership of original products no longer necessarily 
carries with it the expected prestige. Companies who invest in high-end brands 
contend that widespread intellectual property violations threaten future investments. 
As developing countries continue to move toward industrialization and eradication of 
widespread poverty, business ethics will also continue to evolve (Radin, 2011). 
 
3.5 DRIVERS OF BUSINESS ETHICS IN DEVELOPED COUNTRIES 
 
A multitude of factors is driving corporate interest in ensuring that ethical business 
standards are upheld. Some of those factors arise from the business environment, 
while others arise from the larger social environment via new laws, politics, and so 
forth (Forcade et al., 2005). 
 
According Forcade et al. (2005) the Human Resource Institute’s 2003-2004 survey 
found that, among 120 North American companies ethics in business was among the 
top three most important in terms of its impact on workforce management. Forcade 
et al.(2005) further states that the American Management Association 2005 
Business Ethics Survey clearly proves that businesses view ethics as having a big  
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impact on their brands and reputations as well as on customer trust and investor 
confidence.  
 
Business ethics isn’t only about doing the right thing or even avoiding scandals that 
can completely destroy a company. It’s about good business. 
 
The American Management Association’s Business Ethics Survey 2005 asked 
respondents several questions about what is driving business ethics today and what 
they expect will be driving it 10 years from today. When asked the reasons 
companies run businesses in an ethical manner? The following where the top five 
reasons: 
Table 3.2 Drivers of business ethics 
Factor Rank 
Protection of brand and reputation 1 
The right thing to do 2 
Customer trust and loyalty 3 
Investor confidence 4 
Public acceptance and recognition 5 
Adopted from: Forcade et al., 2005 
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The respondent’s top choice was protection of brand and reputation. This is in light 
of the scandals that have caused mayhem for businesses and their leaders. The 
second most highly-ranked reason for running a business in an ethical manner was  
the right thing to do. The respondents are not just seeing ethics from a practical 
business point of view but from a perspective influenced by morality and values. 
  
The third, fourth and fifth responses, dealt with customer trust, investor confidence 
and public acceptance (Forcade et al.,2005)     
 
The American Management Association survey also asked participants about the top 
reasons that were most likely to cause people to compromise an organization’s 
ethical standards (Forcade et al, 2005). 
Table 3.3 Causes of ethical compromises 
Factors Rank 
Pressure to meet unrealistic business 
objectives/deadlines  
1 
Desire to further one’s career 2 
Desire to protect one’s livelihood 3 
Working in environment with diminished 
moral 
4 
Ignorance that the act is unethical 5 
Adopted from Forcade et al., 2005  
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The highest response by far was pressure to meet unrealistic business 
objectives/deadlines mentioned by 70% of respondents. Meeting overly aggressive 
business objectives and demands often put pressure on people resulting in 
compromised personal standards and behaviour. This pressure can assist in 
creating a contemptuous corporate culture in which ethics is not taken seriously 
(Forcade et al.,2005). 
 
The second and third highest response was desire to further one’s career and 
desires to protect one’s livelihood. Employees may not challenge unethical actions 
because of the fear of reprisal and the strong desire to preserve their own jobs 
(Watson, 2004)  
  
3.6 BUSINESS ETHICS AND THE LAW 
 
 
Both the law and ethics are about right and wrong, but the two are not equivalent. 
There is a considerable overlap between ethics and the law. In fact, the law is 
fundamentally an institutionalization of ethics into definite social rules, regulations, 
and prescriptions. The law is defined as the minimum acceptable standards of 
behaviour. Many ethical issues, whether in business or elsewhere, are not explicitly 
covered by the law.  
 
 
 
 
 
 
41 
 
CHAPTER THREE 
 
For example, there is no law in many countries preventing businesses from testing 
their products on animals or selling landmines to oppressive regimes although this is 
perceived by many to be unethical. Similarly, there are issues covered by the law 
that are not about ethics. For example, the law prescribes whether we should drive 
on the right or the left side of the road. The decision about which side we should 
drive on is not an ethical decision. 
 
Business ethics can be defined as  beginning where the law ends. Business ethics is 
primarily concerned with those issues not covered by the law. For most of the issues 
of interest to business ethics, the law does not provide guidance. For this reason, it 
is often alleged that business ethics is about the grey areas of business, or where 
values are in conflict.  
 
3.7 SCHOOLS OF THOUGHT 
 
While reviewing the current literature on international business ethics, three 
important schools of thought emerged. They are the following: 
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3.7.1 Relativism 
 
 Relativism supports the view of when in Rome, do as the Romans do. Kohls and 
Buller (1994) further argues that one should follow the ethical standards of the 
country where one is doing business, accept that different cultures hold different 
ethical beliefs and that it is difficult to argue that the ethical standards of one culture 
are better than those of another.  
 
 In business ethics, relativism justify different ethical standards applied to various 
countries and evolves over time. If moral relativism (the rejection of universal morals) 
is accepted as a basis for the international business activities of companies there 
can be no common framework for resolving moral disputes or for reaching 
agreements on ethical matters between companies and different societies. It can 
only nurture flexibility, which creates rather complex relationships with consumers in 
the home and foreign markets with no common reference point (Kohls & Buller, 
1994). 
 
3.7.2 The moral imperialist  
 
This school of thought argues that people should apply their own cultural ethical 
values when operating anywhere around the world (Gopalkrishnan,2001). This 
argument advocates that organizations are not citizens of the host country.  
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Although they must obey the rules and regulations of the host country, they must 
also apply moral standards justifiable to their home countries laws and standards 
(De George, 1993). Moral imperialists argue for the saying when in Rome, do as you 
would at home (Wicks, 1990).  
 
3.7.3 Universalism 
 
Universalism advocates for normative ethical standards, or universal guidelines that 
transcend national boundaries and cultural differences Donaldson (1996) refers to 
the saying when in Rome or anywhere else, do as one and the Roman agree to do. 
The set of guidelines refers to business dealings as well as fundamental human 
rights issues such as employment practices and policies, consumer protection, 
environmental protection, political payments and involvement and basic human 
rights and freedoms (Frederick, 1991). 
 
3.8 ETHICAL THEORIES 
 
There are several ethical theories around, but the treatise is going to discuss three 
theories. Ethical theories are about qualifying our moral choices and actions. These 
theories are divided into categories. 
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3.8.1 Consequence based theory 
 
This theory gives emphasis to the examination of the implications of human action in 
order to determine if the action is right or wrong. If bad results outweigh the good 
ones, the proposed action should be abandoned and be regarded as morally wrong.  
If the good results outweigh the bad ones, the proposed action can be considered 
morally acceptable (Rossouw, 1994).   
 
Utilitarianism is consequence oriented. It describes a good action as one that 
contributes to the happiness of most people affected by the action. It argues that, 
when faced with the variety of possible actions, only the one that will result in more 
happiness for most people and least to the remaining minority must be chosen.  
The benefits of the utilitarian approach are: 
 It focuses attention on the practical consequences of action. 
 It provides a practical guide for assessing the morality of action. 
 
The shortcomings of the utilitarian approach are: 
 It focuses on the happiness derived from the action, but ignore the 
obligations to others.  
 The principles and convictions of people cannot simply be ignored in moral 
decision making (Rossouw, 1994). 
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3.8.2 Principle based theory 
 
The principled based theory argues that moral actions should be in accordance with 
the established rules. It further argues that all rational thinking people should be able  
 
and willing to ascribe to the basic rule that should govern all moral behaviour. In 
application of this theory, the following questions must be answered: 
 What would the world be like if one’s actions were the basis of everyone’s 
actions? 
 Would one be willing to live in such a world? 
The benefits of the principle based theory: 
 It respects the rights and interests of all persons. 
 It encourages consistency in moral behaviour. 
 
The shortcomings of the principle based theory: 
 It focuses on the rules and does not pay attention to the consequences of 
actions. 
 It offers no solution in situations where there is a conflict between  two rules 
(Rossouw, 1994). 
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3.8.3 Virtue based theory 
 
The virtue based theory stipulates that moral behaviour presupposes a well formed 
moral character. It further says that moral decisions should not be based on the pain 
or pleasure caused by the actions, but people should take rational control over the 
emotions and natural inclinations when confronted with situations demanding moral  
actions. It is further described as the mid-position between the extremes of emotions 
(Rossouw, 1994).  
 
3.9 THE STAKEHOLDER THEORY 
 
The stakeholder theory begins with the notion that values are part of doing business 
and rejects the separation thesis. The stakeholder theory takes into consideration all 
the stakeholders of a business Stakeholders include shareholders, employees, 
suppliers, customers and the community in which the business is in contact with. The  
theory is about the organisational management and ethics that addresses morals 
and values in an organization ( Freeman et al.,2004). 
 
The theory specifies that managers and business leaders need to articulate the 
shared sense of the value they create. According to Freeman et al. (2004), the 
stakeholder theory has the capacity to provide robust answers to the question as to 
why a firm should be managed ethically and what this means for the way business is  
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conducted. The stakeholder theory creates a mechanism and thereby opens the 
door to bringing fundamental moral principles to bear on the business activities  
((Freeman et al., 2004).  
 
The stakeholder theory claims that an owner must take into account the legitimate 
interests of groups and individuals who affect or are affected by the business 
activities. Business is about putting together a deal so that suppliers, customers, 
employees, communities, managers, and shareholders all win continuously over 
time. The owner must at all times try to create as much value for stakeholders as 
possible. There are of course, conflicts among stakeholder interests but these 
conflicts must be managed and amicably resolved (Freeman et al., 2004). 
 
 The separation thesis argues that ethics and economics can be neatly and sharply 
separated. The shareholder theory argues that the business must serve the interests 
of the business owners. It also further argues that, if the business’s main purpose is 
to maximize the returns to its shareholders, then it could be seen as unethical for a  
company to consider the interests and rights of anyone else - the business’s social 
responsibility are to increase profits and obey the laws of the society and not 
necessarily to be ethical (Freeman et al., 2004). 
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3.10 OVERVIEW OF THE INFORMAL BUSINESS MANAGEMENT 
 
 
The owner is normally actively involved and has a hands-on approach to all the 
activities of the business. The owner has a wide and varying job description 
encompassing a wide range of unrelated tasks. He or she personally has a 
significant impact on the success or failure of the business. It is difficult to separate  
the personality, experience and training of the owner from the management style 
adapted by the business (Jennings & Beaver, 1997).  
  
The typical informal business owner suffers from the inability to delegate 
responsibility and this may be due to a number of reasons such as the unavailability 
of suitable staff to delegate to; or the fear of loss of control over the business; or the 
fear that the individual would be unable to successfully perform the delegated task in 
an efficient manner (Curran & Stanworth, 1988). 
 
 It is necessary to delegate responsibilities to others in order for the owner to focus 
on the strategic issues and exposes others to the business dealings so that they can 
execute these duties if the owner is not in a position to do so.  
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The informal businesses operate in a vibrant and competitive environment; the 
owner should be someone managing reactively and proactively. This view is justified  
by the shifts in the external environment which impacts on the business and success 
depends on the ability to respond quickly to these shifts.  
 
3.11 THE BUSINESS ENVIRONMENT 
Figure 3.1: The Business Environment 
 
 
 
 
 
 
 
Task Environment 
 
 Adapted from: Hunger and Wheelen, 2003. 
 
 
Business has an important relationship with the environment with which it interacts. 
The main purpose of these interactions is to maximize the profit and well-being of the 
business. The environment in which a business operates provides opportunities for it 
to grow, develop and create value and wealth. It also poses some threats to the 
business.  
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The primary concern is how the business affects people and the natural environment 
as it produces and sells products necessary to satisfy customers, stakeholders and 
other constituents. 
 
The business environment is made up of an internal environment and an external 
environment. The internal environment is controlled by the owner-manager whilst the 
external environment is beyond the control of the owner-manager 
 
3.11.1 Internal Environment 
 
The internal environment of a business consists of a set of conditions, influences and 
elements within the business which are directly controlled and influenced by 
business management. These conditions and influences are within the business as it 
controls them ( Chidi et al., 2011). 
 
The internal environment constitutes the internal environmental factors such as 
employee and owner attitudes, equipment, processes, strategy and work 
environment. The organization has the control of these matters because they 
happen within the organization (Chidi et al.,2011).  
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3.11.2 The Task Environment 
 
The task environment is the one from which the business operates. According to 
Hunger and Wheelen (2003), the task environment must be monitored closely as it 
has a strong impact on the business’s success or failure. Any changes to the task 
environment must be detected and responded to accordingly. 
 
The task environment includes elements or groups of elements that directly affect 
the organization and, which in turn, are affected by it. The elements include 
governments; local communities; suppliers; creditors; customers; employees and 
labour unions; special interest groups; and trade organizations (Hunger & Wheelen, 
2003). 
 
3.11.3 External Environment 
 
The external environment of a business consists of a set of conditions outside the 
business but which shape the life and continued existence of the business. The 
business has no control over these conditions, but must only adjust to them (Chidi et 
al., 2011). 
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The external environmental factors are: 
 
 Political Factors: Entail the government’s direct or indirect intervention and 
influence on businesses and economy. They include tax policy, labour law, 
environmental law, trade restrictions, tariffs, incentives and political stability 
(Chidi et al., 2011) . 
 Economic Factors: Include economic growth, interest rates, exchange rates 
and the inflation rate. These factors have major impacts on how businesses 
operate and make decisions (Chidi et al., 2011).  
 Social Factors: These are the cultural aspects and include health 
consciousness, population growth rate, age distribution, career attitudes. 
Trends in social factors affect the demand for a company's products and how  
that company operates. For example, a young population may imply a high 
numbers of potential workers and students. The government must react and 
cater for this reality (Chidi et al., 2011).  
 Legal Factors: Included in this component are discrimination law, consumer 
law, environmental law, employment law, and health and safety law. These 
factors can affect how a business operates (Chidi et al., 2011). 
 Ecological Factors: These include environmental aspects such as weather, 
climate, and climate change. Growing awareness of the potential impacts of 
climate changes offer new markets and diminishes or destroy existing ones 
(Chidi et al., 2011). 
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3.12 CONCLUSION 
 
 
  
 
In this chapter the focus is on the definition of ethics, as the code of moral principles 
and values that direct the behaviour of an individual or a group in terms of what is 
right or wrong. The ethical theories which are about qualifying our moral choices and 
actions. These theories are divided into three categories which are: the Consequence 
based theory, Principle based theory and Virtue based theory. 
 
The overview of the informal business management is also discussed. The chapter 
also discusses the business environment, which consists of macro, task and micro 
environment. The internal environment is under the control of the business owner, 
while the business owner has no control over the external environment. 
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CHAPTER FOUR 
RESEARCH METHODOLOGY 
 
4.1 INTRODUCTION 
 
Chapter one of the treatise deals with the background and the objectives of the 
study. Chapter two deals with factors that influence the informal business. Factors 
such as characteristics of the informal sector, age and sex of participants and the 
structural articulation theory. Chapter three is the literature review of the informal 
business management and the ethics. Chapter four will explain the research 
methodology the study has adopted in order to obtain the information needed for 
achieving the aims and objectives. Furthermore, the researcher will discuss research 
methods, samples, methods of data collecting; analysis, validity of the findings, the 
obstacles faced, and the limitations.  
 
4.2 RESEARCH AIMS AND OBJECTIVES  
 
There are two types of research, pure and applied.  Applied research is aimed at 
solving an intellectual question that has practical implications outside the academic 
field. On the other hand, pure research has no practical implications beyond 
contributing to a particular area of intellectual enquiry (Riley et al., 2000). 
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The main aim and purpose of this study is to interrogate the ethics and values or lack 
thereof in the informal businesses. The benefits of the study will be the 
understanding of the informal business in relation to ethics and values.  
 
4.3 RESEARCH DESIGN 
 
  
According to Welman and Kruger (2001) research is the process in which scientific 
methods are used to expand knowledge in a certain field of study. The success of 
the study is largely dependent on proper and careful planning of the research. In 
conducting explorative and descriptive research, the research is used to collect 
information from several units which is then analysed.  
 
Leedy and Ormrod (2001) describe research design as the strategy that provides the 
overall structure for the procedures followed; the data collected; and the data 
analysis conducted. 
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4.4 RESEARCH METHODS 
 
4.4.1 Methods of Data collection 
 
Human feelings and emotions are difficult and at times impossible to quantify.  
Qualitative methods are very important for this kind of study because it aims at 
capturing the lived experiences of social world and the meanings people give these 
experiences from their own perspectives. (Corti and Thompson 2004). Research is 
not viable unless there is data to support it and the data itself cannot be considered 
to be a valid unless the method used to collect it is scientifically valid. 
 
There are a number of methods for collecting data that can be applied by the 
researcher. However there are three major criteria for evaluating a measurement tool 
(Cooper & Schindler, 2003).  The following questions should be answered: 
 Validity: does the tool measure what the research wish to be measured? 
 Reliability: how accurate and precise is the measuring procedure?  
 Practicality: how convenient, understandable and interpretable is the data?   
 
Structured face-to-face interviews will be conducted with the informal business 
owners. These structured interviews are the most appropriate tools to collect data 
because the questionnaires are presented to all participants in the same way. The 
role and influence of the interviewer is reduced 
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 4.4.2 Sampling 
 
This research uses 40 informal businesses in the Nelson Mandela Bay area. The 
research will cover the Port Elizabeth CBD, Korsten and New Brighton. 
The advantages of using a structured interview approach where it would be 
administered by the researcher in this case, included firstly, the number of 
incomplete questionnaires would be reduced because all the questions would be 
asked and answered. Secondly, the researcher will be able to clarify any inquiries 
concerning the questions. 
 
The disadvantages of this method are the high costs and time spent in collecting the 
data, which in turn results in the researcher selecting a small sample. Secondly, the 
presence of the researcher may inhibit the respondent’s ability to answer freely 
especially where sensitive information is required. Finally, the researcher’s prejudice 
may surface when the researcher is explaining any queries during the interview.  
 
4.4.3 Questionnaire 
Asking people questions is one of the best methods of gathering data both in 
qualitative and quantitative research approaches and questionnaire are economical 
as they save both costs and time (Walliman, 2001). When designed prudently, a 
questionnaire enables the researcher to find the needed information in a simple and  
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appropriate way.  Data collection is impersonal and questions in the questionnaire 
are fixed for all respondents. 
 
A questionnaire is an instrument for observing data that are beyond the physical 
reach of the observers. There are two types of questions, open or closed. A closed 
question is one where respondents are restricted to generate defined answers.  
Open ended questions do not impose restrictions on the possible answers 
(Leedy,1997). 
 
Leedy (1997) states that there are key issues pertaining to questionnaire 
design. These are as follows: 
 Use simple and concise language. 
 No  unrealistic demands should be placed on those who will fill in the 
questionnaire. 
 Each question should cover only one topic. 
 Each question should have no escape route, that is “don't know, no comment” 
answer. 
 Each question should be polite. 
 Each question should be straight forward and guard against double meanings. 
 The question order should be right. 
 The layout should be easy to follow. 
 The instructions should be clear. 
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4.4.4 Quantitative and qualitative research 
 
 
Collis and Hussey (2003) identify two research paradigms, the positivistic 
(quantitative) and the phenomenological (qualitative) paradigms. Positivism 
maintains that human behaviour should be studied in the same way as natural 
science.  Qualitative research methods are particularly oriented towards  exploration, 
discovery and inductive logic ( Merriam, 2000).  
 
4.4.5 Characteristics of quantitative and qualitative 
 
In this section the research discuss the differences between the qualitative and the 
quantitative research. There significant differences between the two research 
methods. The table highlights the differences in a point form.  
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Table 4.1 Differences between Quantitative and qualitative research 
Quantitative Qualitative 
    
To explain and predict To describe 
    
To confirm and validate To explore and predict 
    
Formal voice, scientific style 
Personal voice, literary 
style 
    
Focused Holistic 
    
Known variables Unknown variables 
    
Established guidelines Flexible guidelines 
    
Static design Emergent design 
    
Statistics, aggregated data 
Narratives, including 
quotes 
    
Detached view Personal view 
    
Representative, large sample Informative, small sample 
  
    
Standardised instrument Observation, interviews 
    
Deductive analyses Instructive analyses 
    
Numbers Words 
Adopted from: Leedy & Ormrod, 2001 
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4.4.6 Qualitative research paradigm  
 
 
The primary objective of the study is to explore the ethics and values of the informal 
businesses. The aim of qualitative research is to gather an in-depth understanding of  
human behaviour and the reasons that govern such behaviour. According to Leedy 
and Ormrod (2005) all qualitative approaches have the following two things in 
common: 
 They focus on phenomena that occur in natural settings. 
 
 They involve studying these phenomena in all its complexity. 
 
 
Leedy and Ormrod (2005) advise that a qualitative method is suitable for the 
following purposes:  
 Description – used to reveal the nature of a certain situation, setting, 
process, relationship, system or people. 
 Interpretation – it enables the researcher to gain new insight about a 
particular phenomenon, develop new concepts or theoretical 
perspectives about the phenomenon and discover the problems that 
exist within the phenomenon. 
 Verification – it allows researchers to test the validity of certain 
assumptions, claims, theories or generalisations within the real world 
setting. 
 Evaluations – it provides a means through which a researcher can 
judge the effectiveness of particular policies, practices or innovations.  
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4.5 CONFIDENTIALITY IN THE RESEARCH 
 
 
 
The confidentiality of the people involved in the research is taken very seriously. 
Names of the people, businesses and their addresses are not written down to make 
them comfortable and protect their identities. It is also important to note that those 
comfortable with identifying themselves and their businesses are encouraged to do 
so. 
 
4.6 METHODS OF DATA ANALYSIS  
 
Data collection for research purposes must undergo a process of analysis. The 
researcher will transform raw data collected into meaningful information that will 
assist in answering the primary and secondary research questions. This will be 
achieved by using various forms of quantitative analysis such as pie charts, bar 
charts, graphs, tables and also describing the data in written form.  The researcher 
must work on the data until a conclusion is possible in which the initial research 
questions will be able to be answered.   
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4.7 CONCLUSION 
 
 
This chapter provides a detailed explanation of the methodology followed in the 
study, including the methods of data collection, sample size and questionnaire. 
Quantitative and qualitative research is discussed extensively, and the chosen 
research paradigm explained. Finally, the confidentiality of the research and 
methods of data analysis are discussed.  
 
In chapter 5, the treatise discusses the findings and ethics. The chapter is open with 
an introduction that covers the geographical location of the study and methods used 
to gather information. The chapter proceed with the analysis of all the questions 
covered in the questionnaire. Figures are further used to explain the findings.  
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CHAPTER FIVE 
RESEARCH FINDINGS AND DISCUSSION 
 
 
5.1 INTRODUCTION 
 
 
The areas covered by the study are New Brighton, Korsten and Port Elizabeth 
central business area. All these areas are in the Nelson Mandela Metro Municipality 
as mentioned in the previous chapters. 
The method of data collection and the instrument used were presented in the 
previous chapter. It also includes the research aims and objectives, research design, 
sampling method and the confidentiality of the research. This chapter deals with all 
the sections of the questionnaire, which are the owner’s details, business 
information, workplace ethics, leadership behaviour and ethics of the organization. 
The collected data is presented in graphs and tables, and the implications of the 
findings are discussed in relation to the literature reviewed in the previous chapters 
of the study. 
 
5.2 PERSONAL DETAILS OF THE INTERVIEWEES 
 
This set of questions deals with the biographical information of the sampled informal 
business owners. The questions cover race/nationality, gender, educational level 
and business start-up age. 
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5.2.1 Race/nationality 
This is the racial and nationality composition of the sample. 40% is made up of 
foreigners; this indicates that they are a significant player in the informal business. 
This does not in any form illustrate the racial composition of the informal business in 
the Nelson Mandela Metro. This composition enables the researcher to reach 
diverse cultural backgrounds. Refer to Figure 5.1. 
 
 
Figure 5.1: Race and Nationality distribution 
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5.2.2 Ownership Gender 
 
The gender composition of the sample is 80% males while females make up only 
20%. This composition doesn’t reflect the gender composition of the informal sector. 
The workers in the sample were 53% female (82) and 47% male (74). Refer to 
Figures 5.2 and 5.3 
 
Figure 5.2: Ownership Gender 
 
Figure 5.3: Employee Gender 
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 Employees 
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5.2.3 Location 
The study is conducted in the Nelson Mandela Municipality and the focus areas are 
New Brighton, Korsten and Port Elizabeth central business district. 45% of the 
participants are from Korsten, while 35% are business owners from Port Elizabeth 
central business district and the last 20% is made up of businesses from New 
Brighton. Refer to Figure 5.4. 
 
 
Figure 5.4: Business location 
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5.2.4 Education 
 
The sample shows high levels of education with 70% indicating that they have 
completed grade 12. None of the participants has failed to proceed beyond junior 
primary while only two people (5%) completed senior primary levels education. 25% 
indicated that they have completed tertiary education, meaning they have obtained 
degrees and diplomas in various academic fields. 
Refer to Figure 5.5. 
 
 
Figure 5.5: Education levels 
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5.2.5 Business start-up age 
 
Figure 5.6 show that 50% of the start–up age is between the ages of 16 - 25. 25% of 
the participants are between the ages of 26 - 35. These two age groups make up 
75% of the participants. The remaining portion is divided between age group 36 - 45 
and 46 - 55 with 10% and 15% respectively. It is worth noting that none started their 
businesses at the age of 56 and above. 
Refer to Figure 5.6. 
 
Figure 5.6:  Business start-up age 
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5.3 BUSINESS 
This section focuses on the business ownership, business sector, number of years in 
operation and reasons for joining the informal sector.  
 
5.3.1 Business sector 
In a question about the type of the business in which respondents are participating, 
50% are involved in retail while 40% is in the service sector and manufacturing 
makes up 10%. The retail sector is made up of street vendors, taverns and small 
grocery shops. The service sector is made up of beauty salons, car washes, auto 
electricians and tyre repairs. The manufacturing sector is made up by brick makers. 
Refer to Figure 5.7. 
 
Figure 5.7:  Business sector 
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5.3.2 The business ownership 
 Informal traders were asked whether they run their businesses as sole owner, family 
owned or partnership.  75% of the businesses are owned by individuals; sole owners 
while 15% are family owned. Partnership is ranked the lowest with only 10%.  
Refer to Figure 5.8 
 
Figure 5.8:  Business ownership 
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5.3.3  Reason for becoming an informal trader / service provider 
 
In response to the question of reasons for joining the informal sector, 30% are 
involved because they saw a business opportunity, while 45% are in the informal 
sector because they cannot find employment in the formal sector. 10% joined the 
sector following others that were already involved in informal business and another 
5% started working as employees in the informal businesses. 5% of the participants 
inherited the businesses from family members or relatives and another 5% joined the 
sector because they like the sector. They like the sector because there are no 
administration complications and taxes. Refer to Figure 5.9. 
 
Figure 5.9:  Reasons for joining informal business 
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5.3.4 Number of years in the business 
 
One business is operating for the past 25 years, and the newest one is a year old. 
The average number of years of the surveyed informal businesses is 10 years.  
Refer to Figure 5.10. 
 
 
Figure 5.10:  Number of years in business 
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5.4 ETHICS  
 
In this section of the survey, ethics of the informal businesses are evaluated. This is 
done by asking questions that exposes informal business practises and 
understanding of ethics. The possible causes of unethical behaviours and the 
benefits are discussed. 
5.4.1 Workplace issues 
 
The question seeks to understand the informal business practises. There is an 
overwhelming anti child labour practice by all the participants, meaning 100% of the 
surveyed businesses do not hire children.   
80% of the participants understand the importance of keeping standard working 
times and honouring these times. The other 20% understand the importance of 
keeping the working times but do not honour them. The business owners decide 
when the employees can leave after a day’s work. Their decisions are influenced by 
activities in the business. It is worth mentioning that all of them do not pay workers 
for overtime.  
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The health and safety question revolves around the provision of personal protective 
equipment for employees and understanding the implications of not adhering to 
standards. 60% of the participants are adhering to health and safety standards. 40% 
do not adhere to these basic standards.   
All the participants say they treat their employees fairly and don’t discriminate 
against them. All are remunerated equally.  
All the participants (100%) do not see the necessity of unions and wage negotiations 
in their businesses. Unions and wage negotiations will result in closure of their 
businesses. Refer to Figure 5.11  
 
Figure 5.11:  Workplace issues 
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5.4.2 Leadership Behaviour 
 
This question seeks to reveal the ethical practises of the business owner on 
leadership issues. 80% of the participants feel that it is important to keep their 
business premises clean while 20% do not feel so inclined. The last mentioned 20% 
are trading from the pavements and feel it is the responsibility of the municipality to 
clean after them. 
All the surveyed businesses feel it is important to keep their workers informed about 
the developments in the business; this is extended to their customers. 
100% of the participants are not concerned about the ethics of their suppliers. They 
choose their suppliers based on price and locality.  
100% of the participants encourage their employees to follow standards and 
commend them for adhering to work standards  
 All the surveyed businesses refuse to buy from suppliers of stolen goods. They all 
want to know the source of the supplies. They do not want to be seen as 
encouraging crime as they too can become victims of crime. 
 100% of the businesses do not have written contracts with their employees. 
Everything is done verbally.  
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These verbal contracts are terminated by the parties whenever it is convenient for 
one and the parties and the aggrieved party does not seek recourse. Refer to Figure 
5.12 
 
Figure 5.12:  Leadership 
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5.4.3 Possible causes for the business to compromise ethics  
 
The question seeks to understand what the possible reasons are that will entice 
informal business to compromise ethics. 60% of the businesses say desire to protect 
their livelihood will be the reason to compromise the ethics. 35% feel they will be 
driven by the lack of consequences if caught. 5% feel they will engage in unethical 
actions not knowing their actions are not ethical. Refer to Figure 5.13. 
 
 
Figure 5.13:  Possible causes of unethical practises 
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5.4.4 Benefits of good ethics 
 
This question examines the benefits of good ethical standards and the importance 
thereof to the informal business owners. All the informal business owners value the 
benefits of maintaining ethical standards. 100% of them value the benefits of good 
ethics and feel they are important.  Refer to Figure 5.14 
 
Figure 5.14:  Benefits of good ethics 
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5.5 CONCLUSION 
 
Most of the informal traders started their businesses between their twenties and 
thirties. Only one owner did not study beyond junior primary education and the rest 
of the participants have completed senior secondary and tertiary education. Four 
businesses are jointly owned business partners. The rest are mostly owned by sole 
owners, followed by family businesses. The owners are motivated by business 
opportunity and scarcity of jobs in the formal sector to start their informal businesses. 
The participants generally value work place ethics, with a few exceptions that feel 
keeping the premises clean is not their responsibility as they use municipality space 
for trading. They also overwhelmingly feel no obligation to know the ethical conduct 
of their suppliers. Most perceive the desire to protect their livelihood as the probable 
cause for compromising ethics, followed by lack of consequences if caught. All the 
participants value the benefits of good ethics. 
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CONCLUSION AND RECOMMENDATIONS 
 
6.1 INTRODUCTION 
 
In this chapter all the important aspects of the study are discussed including the 
implications of ethics and lack thereof in the informal businesses. The short-comings 
of the study are revealed and the study culminates with the recommendations. 
The study provides an in depth discussion of the informal businesses and reasons 
that give rise to the existence of this sector. The size of the informal sector in 
developing countries with special emphasis on the SADEC region is highlighted. The 
business environment and its effects on the business ethics are discussed.  The 
study also compares the developed and developing countries’ approaches to ethics.  
The questionnaire reveals the understanding of ethics as practised by the informal 
businesses. The decision theory assists the study in understanding the reasons 
influencing informal business on ethical issues. 
 
6.2 CONCLUSION 
 
The findings of this research suggest that the participants of the informal sector are 
diverse in racial groups and nationalities. The foreign nationals are playing a 
significant role in this sector.  
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 The greater number of participants has obtained senior secondary education and 
some have completed tertiary education. Only one participant did not study beyond 
junior primary education. This limitation does not inhibit him from fully participating in 
the informal sector. 
 
The majority of the participants started their businesses when they were between the 
ages of 20 and 35 years. The ownership of these businesses is largely family and 
sole owned. Sole ownership makes up 75% of the participants and family ownership 
constitutes 15%, while partnership makes the remaining 10%. 
 
 45% of the business owners joined this sector because they could not find jobs in 
the formal sector. Their first ambitions were to secure jobs in the formal sector. 
Unfortunately because of reasons beyond their control this ambition was not realised 
hence joining the informal sector as an alternative. 30% are involved in this sector 
because they saw business opportunities. They are informal entrepreneurs driven 
business opportunities in this sector. 
 
These businesses have been in operation for a number of years. The average 
number of years in operation is ten years. The maximum number of years in 
operation is 25 years while the minimum is one year. These businesses are a 
permanent feature on our social and economic landscape.  
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Whether the owners joined because they could not find formal employment or saw a 
business opportunity, their businesses survive through time.   
The participant’s response on ethics–related global workplace issues are unanimous 
on child labour and discrimination. They all agree these are not acceptable and none 
of them allows these practices in their businesses. They also overwhelmingly 
disagree with unionisation of their workers and bargaining for salary and other 
benefits. The workers have an option to accept their offer or reject it and leave. They 
feel it is in their best interest not to negotiate these issues. 
There is a slight difference when it comes to working hours. All the participants have 
standard working hours. 80% adhere to these standards while the other 20% feel it is 
the owner’s call to change the times to accommodate changing demands in 
business. It is worth noting all the workers have a standard daily wage. This does not 
change even when required to work beyond their standard agreed times. 
 The question of health and safety draw different results. The majority (60%) agree 
that it is their responsibility and is complying with the minimum requirements. These 
requirements cover the personal protective equipment for the workers. The other 
40% do not provide these protective clothes because the nature of business does 
not expose them to any hazards, while some require this protective equipment, but 
the business owners have shifted this responsibility to the workers. 
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All the participants refuse to buy stolen goods and do not trade in stolen goods. They 
do not want their businesses to be haven of crime and stolen goods. None of the 
business owners are concerned with the ethical conduct of the suppliers, as long as 
the suppliers are able to provide the goods at an affordable price, that’s enough for 
them. 
All the business owners (100%) feel there is no need to offer written contracts to 
their workers. Their businesses are generally run by word of mouth. This includes 
the credit and loans offered to customers and clients. They feel contracts remove the 
human side of a deal and contracts are legal documents that are legally binding. This 
will expose them to the law and other legal issues and they are not comfortable with 
that. 
The leadership behaviour question drew a mixed bag of responses relating to 
keeping the premises clean, but generally all the other questions were unanimous. 
80% of the participants agree that it is important to keep their premises clean while 
20% do not feel so. The reason advanced is that they do not own the premises 
because they trade from the pavements, and it is therefore the responsibility of the 
municipality to keep the pavements clean. After a day’s work they leave their refuse 
unattended with the hope that the municipality will take care of their mess. 
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CHAPTER SIX 
 
In respect of the ethics of the organisation, the question reveals what would cause 
the informal business to compromise ethics. 60% of the participants feel the desire to 
protect their livelihood will be the primary reason for them to compromise ethics. 
35% feel the lack of consequences if caught will be the reason. 5% feel they will only 
be involved in unethical conduct not knowing that the action is unethical. 
All the business owners feel the benefits of ethical conduct are important for their 
businesses. These include protection of reputation, public acceptance, marketplace 
advantage and employee retention. The participants generally fail to retain 
employees; it is very hard to keep employees even for a year. The reasons may vary 
and be beyond the actions of the owner. Most employees see this sector as a bridge 
between jobs.  
 
6.3 RECOMMENDATIONS 
 
The recommendations presented address the final aim of the study, which was to 
establish the ethics and lack thereof as practised in the informal sector. 
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CHAPTER SIX 
 
6.3.1 Recommendations to the Business owners 
The following recommendations are directed to the business owners in order to 
improve their ethical conduct.  
 Business owners should attend management and human rights courses to 
enhance their knowledge and skills. 
 Business owners should attend business ethics courses to enhance their 
knowledge so that they can make informed decisions. 
 Business owners should familiarise themselves with the municipal by-laws so 
that they cannot be found on the wrong side of the law.  
 The owners should attend a course on the health and safety requirements for 
their business so that they can know what is required of them. This will assist 
them in reaction during emergency situations.  
 
6.3.2 Recommendations to the Law makers 
The following are recommendations are directed to the law makers in order to make 
laws and facilitate trainings that will be helpful to the business owners. 
 Government need to provide support by offering training to informal business 
owners on all aspects of business including business ethics. 
 Those who completed the training should be awarded certificates.  
 Government should pass laws that will encourage participation in the training 
of the informal business.  
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6.3.3 Recommendations for future research  
These recommendations are directed to the future researchers to expand on this 
study in order to assist in the development of the ethical conduct of the informal 
businesses.  
 A study that will cover businesses not included in this study e.g. motor vehicle 
repairs and building construction. 
 The study should increase the sample size and include the voice of the 
informal business workers. 
 Study the similarities and differences in the ethical conduct of the informal and 
formal sector. 
 
6.4 LIMITATIONS OF THE STUDY 
 
This study is confined to the informal sector in the Nelson Mandela Metro area. 
The study uses a sample size of twenty which is deemed sufficient. The findings of 
this study cannot be generalized beyond those who participated in the study. Only 
the business owners participated in the study, the voice of the workers was not 
heard.  
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APPENDIX A 
Survey Questionnaire 
A. THE OWNER/MANAGER 
1. Race: 
African   
Asian   
Coloured   
White   
Foreigner   
 
2. Gender: 
Male   Female   
 
3. No. of Employees: ……………… 
4. Gender of Employees : 
Male   Female   
 
5. Education  
Junior Primary   
Senior Primary   
Secondary   
Tertiary   
 
6.  Business start-up age: 
16 - 25   
26 - 35   
36 - 45   
46 - 55   
56 Plus   
7. Location: 
New Brighton   
Korsten   
P.E Central business district   
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B. BUSINESS  
1. Number of years in operation: 
 
2. Business sector: 
Manufacturing   
Retail   
Service   
 
3. The business ownership: 
Sole Owner   
Family Owned   
Partnership   
 
4. State reasons for becoming an informal trader/service provider: 
Availability of affordable premises   
Availability of business opportunity   
 Inherited from a family member/relative/friend   
 Just follow others who run informal 
businesses   
 This is where I started working   
 I cannot find a job   
 
Other (specify)………......................................................................................  
 
C. ETHICS 
1. Workplace Issues 
1 How important are the following ethics-related global workplace issues 
1.1 Child labour: 
Important Not Important 
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1.2 Working hours: 
Important Not Important 
  
 
1.3 Health and safety in workplace/working conditions: 
Important Not Important 
  
 
1.4 Discrimination/ harassement : 
Important Not Important 
  
 
1.5 Union & bargaining issues : 
Important Not Important 
  
 
2. Leadership Behaviours 
 
2 How important are the following ethical leadership behaviours? 
2.1 Keep promises clean: 
Important Not Important 
  
 
2.2 Keep employees informed : 
Important Not Important 
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2.3 Keep customers and community informed : 
Important Not Important 
  
 
2.4 Encourage open communication and ensure no retaliation : 
Important Not Important 
  
 
2.5 To know the ethical standards of the suppliers: 
Important Not Important 
  
 
2.6 Support & encourage employees who follow standards: 
 
Important Not Important 
  
 
2.7 Not to buy stolen/not clear supplies : 
Important Not Important 
  
 
2.8 Not to give improper contracts : 
Important Not Important 
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3. Ethics to the Organization 
3.1 What are the top factors that are most likely or cause the business to 
compromise ethical standards? ( use one to five scale & one means the top cause 
and least cause): 
Cause Ranting 
Desire to protect one’s 
livelihood 
 
Lack of consequence if 
caught 
 
Ignorance that the act was 
unethical 
 
 
3.2 How important are the following reasons to run a business in an ethical  
manner?  
3.2.1 Protection of reputation: 
Important Not Important 
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3.2.2 Right thing to do: 
Important Not Important 
  
 
3.2.3 Public acceptance & recognition : 
Important Not Important 
  
 
3.2.4 Marketplace advantage: 
Important Not Important 
  
 
3.2.5 Employee retention :  
Important Not Important 
  
 
 
 
 
